Specia Report: The Foreign Assistance Act of 1961

THE FORElI GN ASS|I STANCE ACT OF 1961

A Speci al Report by

Congressman Morris K. Udal l

A Reappraisal I n Depth

One who participates in inportant public decisions ought to be willing and
ready to set aside pre-conceived concl usi ons and eval uate proposals with an
open mnd. During the past four nonths | have tried in this spirit to
reapprai se extensively the whole problemof foreign aid. My study has included
ext ensi ve readi ng, attendance at commttee hearings, and careful attention to

nore than one week of full-dress debate

| cane to Washington with a general feeling that foreign aid, despite serious
failures in specific cases, was an inportant factor in our national security.
At one point in md-sumer, | was al nost satisfied that the defects in proper
adm ni stration could not be corrected, and | seriously considered voting to
termnate the program In a recent newsletter | reported that | was stil
uncertain, but sufficiently inpressed by the views of our mlitary and

political leaders that | was "afraid not to vote" for foreign aid

Wth the conclusion of the session | want to share with those on ny nailing
list a nore detailed summary of ny findings and concl usions on this inportant

subj ect.

First, let me review what the foreign aid programis. Since 1946 it has gone
t hrough several phases:

PHASE ONE -- POST-WAR RELI EF AND REHABI LI TATI ON

At the end of World War Il we | ooked out upon a changed world, one in which the
ol d bal ance of powers had been altered, a world marked by great devastation of
war. To neet this challenge in the i nmedi ate post-war period the United States
provided funds for the relief and rehabilitation of countries devastated by
war. This followed the tradition of World War | when Herbert Hoover hel ped
Europe to its feet. The econom es of France, Italy and Engl and were badly in
need of help, and in France and Italy there was i mm nent danger of a Comuni st
takeover. Wth the help of our dollars -- although the part played by our

expendi tures can never be fully determned -- this prelude to the "cold war"
was won, and these countries becane strong bulwarks in the fight against
Communi sm

PHASE TWO -- GREECE & TURKEY

In 1947 the situation in G eece and Turkey was even nore grave than that in
France and Italy. Conmuni st guerrillas were exceedingly active, and there was
grave danger that these countries would fall into the hands of the Soviet

Uni on. President Truman went to Congress and asked for the first of this
nation's mlitary assistance prograns to aid G eece and Turkey. The military
equi prent and training provided by the United States played sone part --

per haps the decisive part -- in helping these countries neet the Comruni st

t hreat successfully.
PHASE THREE -- THE MARSHALL PLAN

In 1948, with much work yet to be done to rebuild Europe, the United States
initiated the Marshall Plan, a three-year programto hel p replace industry and
revitalize war-torn econonies. Leaders of both Republican and Denocratic
parties, conservatives and |iberals, now agree that this program hel ped

st rengt hen Europe agai nst Communi st subversion. No one argues that these funds

wer e wast ed
PHASE FOUR -- THE MJUTUAL SECURI TY PROGRAM

In 1952, in response to Russia's nounting mlitary strength and its devel opnent
of the atomic bonb, the United States began a programof mlitary assistance
known as the Mutual Security Program Wth Europe on its feet nuch of this
program was directed to | ess-devel oped nations in Asia, Africa and South
Anerica where the Conmuni st threat was particularly acute. In addition to
mlitary aid, funds were provided to aid these countries in bolstering their
econom es and el evating the living and health standards of their people. It is
this program the post-1952 program that has aroused the nost criticism
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Conpl et e Success, Conplete Failure, or Sonething |n-between?

Has the Mutual Security Program been a uniform success? Far fromit. Anyone who
has read Lederer's A Nation of Sheep and our excellent congressiona

i nvestigation reports can cite many cases of outrageous m smanagenent, waste
and of selfish, petty politicians in other countries filling their own pockets
wi th our dollars. These exanples enrage us all. Al so, we have |earned that we
can't "buy" the world's favor with our dollars. W want our nation to be strong
and resol ute, unbending on matters of principle, and such a bastion of strength
that we will be respected without currying. In the light of its failures and
our own convictions about the character of nmen and of nations, should the

Mut ual Security Program program be allowed to continue?

Testi mony before the Congress this sumer was revealing. The nature of the
struggle we are in was clearly pointed out. The whol e southern hem sphere of
our world is in fernent. New nations are energi ng. Peoples are seeking a voice
in their affairs and higher living standards. The siren call of Comunismis
being heard in nearly every land. Can we afford to |l et the Comunists go in
with their rubles and their technicians and represent their cause as the only
avenue of progress? Can we allow the Chinese and Russians to dom nate the

i ndependent countries of South Anerica?

In testinony this sumrer | also took note of this fact, often ignored in

di scussi ons of foreign aid: Approxinmately 80% of all our foreign aid
expenditures since 1952 have gone into nmilitary assistance. Less than 15% of

t hese funds have gone into devel opnment assi stance and devel opnent | oans, those

features nost conmonly criticized

How i nportant has this mlitary assistance been to the security of the United
States? Qur mlitary nen -- one after another -- testified that we could not

have bought as much defense any other way.

"A Hundred Billion -- And Nothing To Show For [t"

We often hear it said that we have spent $100-billion on foreign aid and that
we have nothing to show for it. This is a serious exaggeration as actua
figures fromthe Congressional Record will show These figures are from

of ficial government sources and show our "foreign aid" transactions since 1946

in these categories:

Pr ogr am Anpunt % of
= Tota
PHASE | mredi ate post-war relief to countries devastated $16.3 19%
ONE by war. billion
PHASE $11. 4 14%
™0 Marshal | Pl an (1948-51) billion
Rebui | di ng Eur opean econony to head off threat of
&  Conmmuni sm
THREE
PHASE Mutual Security Program (1951-): $39.8 47%
FOUR Enphasis on military aid to NATO and | ess- billion
devel oped nati ons.
M SC. Lend-|ease carryover, International Mnetary Fund, $16.5 20%
Export- I nport |oans, etc. billion
$84.0
Tot al billion 100%

It is obvious that the itens in phase one and two are concerned al npost
exclusively with Wrld War Il and European recovery and reconstruction. They
can be checked of f as havi ng been generally successful in acconplishing their
purposes. (The sane is true of another category of expenditure not included

here, the $48 billion we spent on lend-1ease during Wrld War II. This
obvi ously was an investrment in our own best interests in the conduct of the
war . )

Turning now to phases three and four, it was necessary to study Congressiona
appropriations to arrive at a breakdown between military and economic aid. This
causes sone discrepancy in figures. Here is how it canme out:
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Mut ual Security Appropriations
( I'n mllions of dollars)

Fiscal year Mlitary Tot al Adni ni strati on, Tota

assi stance devel opnent i nternational appropri a-

& def ense assi st ance agencies & m sc. tions

support & | oans
1953 5, 880 522 44 6, 447
1954 4,123 329 79 4,531
1955 2,789 332 123 3,252
1956 2,472 354 459 3,285
1957 3,178 402 185 3,766
1958 2,029 638 101 2,768
1959 2,265 750 283 3,298
1960 1,995 976 254 3,225
1961 2,410 962 350 3,722

Tot al 27,141 5, 265 1,878 34, 294

Thus, we see that what we think of as foreign aid -- nanely, devel opnent | oans
and grants to | ess-devel oped countries -- has totaled $5.265 nillion, not $100
billion as critics have charged. By conparison, during the last nine years the
gross private donestic investnent in the United States has been $522 billion

(according to figures of the office of Business Economics).

The 1961 Program -- \What Does |t Provide?

Many peopl e have the idea that the $3.6 billion in this year's Foreign

Assi stance Act will go alnbst entirely to "giveaway" devel opnent | oans and
grants to buy friends. Actually, the program has nany aspects. The principa
ones (using the figures passed by the House, and recognizing that sone

adjustnents will have to be made in conference with the Senate)
Fund Anpunt % of Tota
1. Devel opnent | oans $1 billion 28%
Loans, repayable in dollars, 25 nmillion

to foreign governnents and
firms to expand econom es
2. Devel opnent grants $259 mllion 7%
Primary tool for hel ping
| east - devel oped countries
overcone critical barriers
3. International organizations $153= nillion 4%
Qur share of support for the
United Nations, Organization
of American States, NATO etc.
4. sSupporting assistance $400 nmillion 11%
Non-military aid extended to
sustain and increase nilitary
effort and assure retention
of U S. base rights abroad
5. Contingency fund $175 mllion 5%
Fund for use of President in
neeting energency situations
arising in the cold war
6. Mlitary assistance $1 billion 45%
Funds for internal security 600 mllion
and nmilitary preparedness

in Nationalist China, South
Korea, Greece, Pakistan, NATO etc.

$3 billion 100%
Total 612= million

Here we see an increase in the proportion going for devel opnent purposes, based
on a critical appraisal of the whole program nade over a period of severa
nonths earlier this year. Here is what the House Commttee on Foreign Affairs
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had to say about the new program

"The conmmittee believes that this bill as reported provides the npst
effective nmeans that it is possible to devise for attaining U S
objectives in the cold war..."

Then the conmittee went on to comment on the criticisns nmany | oyal Anericans

have been naki ng of the program

"The answer to the wi despread criticismof foreign aid and the too
frequent evidences of waste and ineffectiveness in its operationis
not to termnate the program The abandonnment of our efforts to assist
ot her nations woul d nmean the abandonnent of the cold war. This could
result either in nmajor gains for the Soviet Union or a hot war."

Di fferences over Features, But Not The ProgramItself

In the entire debate in the House, continuing over nore than a week, | never
heard any congressman argue that the entire nmutual security program should be
term nated. Everyone agrees that we nust continue to supply arns to Turkey and
Greece, that we should maintain our air bases in Spain, Mrocco and el sewhere,
that we should hel p Paki stan, which is openly pro-Anerican and anti - Comruni st
and which is sitting right on the Russian border. The opponents only urged that
particul ar portions of the program (such as devel opnent |oans to African and
Latin Anerican nations) should be deleted. | would venture that 80% of the
dollars involved in the bill are itenms which would be supported by al nbst every

nmenber of the House and nearly all Anmericans who have studi ed the subject.

For exanple, M chael Padev, foreign editor of the Arizona Republic, a frequent
critic of foreign aid, supports mlitary assistance to "reliable allies." Thus
we find that what appears to be a |large area of serious disagreenent isn't very

big, after all.

"ALI ANZA PARA PROGRESSO

Included in the area of disagreenment would be the Alliance for Progress, a
program of cooperation between the United States and its allies to help build

t he econom es of Latin Anerica, on condition that the Latin-American countries
i nprove and strengthen their denocratic institutions and undertake econom c
reforns. Here is a programthat sets out to conbat the forces of extrene
poverty and political oppression which are the best possible breeding ground
for Conmunism It nmay be argued that this is too anbitious a program but can
we fight Communismonly with bonbs? As the Wall Street Journal said August 16,
in commenting on the program "The sinple facts of geography and our security
interests nmake it a key area for us, especially when the Comrmuni sts are worki ng

hard there."

WHAT OTHERS HAVE SAI D ABOUT FOREI GN Al D

In studying the foreign aid program | have wei ghed the judgnent of a great nany
peopl e who have uni que qualifications to evaluate it. Followi ng are sonme of

t hese vi ews:

FORMER PRESI DENT ElI SENHOWER (in his State of the Union Message on January 12
1961): "These vital prograns nmust go on. New tactics will have to be devel oped
of course, to neet new situations, but the underlying principles should be
constant. Qur great noral and material commtnents to collective security,
deterrence of force, international |aw, negotiations that lead to self-
enforcing agreenents, and the econonic interdependence of free nations should
remain the cornerstone of a foreign policy that will ultimtely bring pernmanent

peace with justice in freedomto all nankind."

FORMER VI CE- PRESI DENT NI XON (in July, 1961): "Congressional approval of a |ong-
range foreign aid programis an absolute nust if we are to be successful in our
fight against world Comuni st aggression. But because so many Anericans do not
understand the conpl ex character of the Communi st threat, sone Congressnen and
Senat ors who have the courage to vote for foreign aid nay be risking their
political lives in doing so."
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U S. CHAMBER OF COMMERCE (testinony, June, 1961): "The national chanber
supports the principle of nutual security as an instrunment of U S. foreign
policy...W recognize that U S. economic and nilitary assistance to the |ess
devel oped areas is still urgently required. The reasons for this are nany:
Growi ng popul ati on pressures on poorly devel oped resource bases, the so-called
revol ution of rising expectations taking place in these areas, the fernent
created by highly nationalistic pressures for econom c progress and politica

i ndependence, and of course, the continuing drive of the Comunist bloc to

exploit these conditions for its own purposes.”

PRESI DENT KENNEDY (on his return fromVienna): "A small group of disciplined
Commmuni sts coul d exploit discontent and misery in a country where the average
i ncone may be $60 or $70 a year and seize control, therefore, of an entire
country without Communi st troops ever crossing any international frontier. The
future for freedomin these areas rests with the | ocal peoples and their
governnent. Qur historic opportunity is to help these countries build their
societies until they are so strong and broadly based that only an outside

i nvasion could topple them"

GENERAL LYMAN L. LEWMNI TZER, Chairman, Joint Chiefs of Staff (in testinony,

June, 1961): "The mlitary assistance program has frequently been

m sunder st ood. Sone of its opponents have called it a giveaway program and have
referred to it as foreign mlitary aid -- as though it were sonething given to
other countries without return. Nothing could be further fromthe truth. In
fact, this programreflects a realistic, hardheaded, compn sense approach to
our very difficult security problens -- problens which also confront the other
free nations of the world...Wthout any question, the assistance we have

provi ded, and continue to provide our allies...has been a mgjor factor in
thwarti ng Communi st aggression...No anount of nobney spent on our forces could
give the United States a conparable asset of trained, well-equipped forces,
famliar with the terrain, and in suitable position for i mediate resistance to

| ocal aggression."

REP. CHARLES HALLECK, Republican minority |eader (in debate, August 16, 1961):
"M. Chairman, may | now just go back to the days of the 80th Congress in 1947
and 1948, when | was the Republican |leader -- the majority |eader at that tine.
M. Truman was President of the United States. He cane to us with requests
involving interimaid for France and Italy, aid for Greece and Turkey, and then
the Marshall Plan. As the Republican |leader, | responded to those requests and
supported those prograns, and | have voted for simlar prograns consistenly

since that tine."

HENRY CABOT LODGE, forner vice-presidential candidate (statenment, August 21
1961); "Passage of the foreign-aid bill directly affects the vital interests of
Anmerica. In fact, this legislationis, inits way, as inportant as the support

of our diplomatic service or of our mlitary establishnents.”

SENATOR ALEXANDER W LEY, ranking Republican, Senate Foreign Relations Conmittee
(Congressional Record, August 4, 1961): "I urge ny colleagues to join in

cl osing ranks behind the President in this critical period, for the future not
only of our beloved Nation but of the whole world is at stake...W appear to
have becone so obsessed with an acknow edged sizabl e ambunt of waste -- we hear
much about that -- or misdirected effort that we tend to overl ook the many

solid acconplishnents of our foreign aid prograns."”

SECRETARY OF STATE DEAN RUSK (in testinmony, My, 1961): "The battl eground of
freedom..is the whole southern half of the globe. Here over 40 new nations
have attai ned i ndependence since the war, 19 since the beginning of |ast year
Here nations, old and new, are struggling to convert formal independence into
true nationhood...And, if the denocratic world cannot satisfy this passion for
noder ni zati on, then the Comuni sts can | eap aboard this great revol ution, seize
it, direct it to their own ends and make it the instrunent of their own

[imtless inperialist anbitions."

AMERI CAN FARM BUREAU FEDERATI ON (in testinony, June, 1961): "W believe that
the United States should continue to stand ready to support needed constructive

assi stance to nations of the free world."

REP. WLLIAM E. MLLER, Chairman, Republican National Commttee (on "Meet the
Press," August 27, 1961): "W have al ways supported foreign aid. W supported
it as a party during the Truman adm nistration; we supported it as a party
during the Ei senhower years. W are supporting foreign aid now as a substantive

program "

BOARD OF M SSI ONS, THE METHODI ST CHURCH (i n testinony, June, 1961): "Although
we have not called it by that name, the church has had a long record of
experience with technical assistance. Qur experience makes us believe that this
kind of aid holds a great potential of services to people. W rejoice in the
fact that
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prograns of Government and international organizations can be | arge enough to
neet ngj or needs."

NATI ONAL BOARD, LEAGUE OF WOMVEN VOTERS (in testinony, June, 1961): "Foreign aid
has, in the past, served a m shmash of purposes with a m xture of nmeans. W
urge you to recommend the Act for International Devel opnment (another nane for
the Foreign Assistance Act) so that devel opnent assistance can becone an
effective instrunent in the achievenent of our Nation's goals of security,

econom ¢ wel | -being, and freedom"

REP. WALTER H. JUDD, Republican nenber of House Conmittee on Foreign Affairs
and former nedical missionary to China (in debate August 17, 1961): "I get
letters the sane as all the rest of you, saying, 'Wy do you not cut out or cut
down this foreign aid progran? Then you could raise nmy social security

al | ownance, or we could have nore noney for hospitals, schools, highways, or to
reduce the taxes, and so on.' | can only answer, |I'msorry, but if we were to
cut out the foreign aid program we would not have nore noney available to

i ncrease those benefits; we would have | ess. Wthout the forces and bases
overseas which this program nmakes possible, we would inredi ately have to expand
our own armed forces to such an extent that our military budget woul d be

i ncreased by a larger anmpunt than this program costs; and we woul d have | ess

security. W would have | ess to reduce your taxes or the national debt."'"

The people | have quoted here, together with a great nany nore | cannot take
space to quote, are people with far nore information on the foreign aid program
than is available to the public at large. | could ill afford to ignore their

opi ni ons.
H STORY OF THE 1961 ACT

The Foreign Assistance Act of 1961 was introduced with a provision for five-
year treasury financing to enable the Adm nistration to nmake conmtnents beyond
the year-to-year basis procedure enployed in the past. There was consi derabl e
debate on this question, and the conclusion was a conprom se whereby the

Admi ni stration could nmake |l ong-termconmitnents but with each year's

appropriation com ng before Congress, as al ways.

Bot h the House and Senate passed |egislation authorizing the Foreign Assistance
Act on August 18. The vote in the House was 287 to 140. The vote in the Senate
was 66 to 24. Joining me in voting "yea" were |eading nenbers of both parties,
i berals and conservatives. Among them were Rep. John J. Rhodes, ny Arizona
col l eague in the House; Sen. Everett Dirksen, Republican mnority |leader in the
Senate; Rep. Charles Hall eck, Republican mnority |eader in the House; Rep
Francis E. Walter, chairman of the House Un-Anerican Activities Comrittee; Sen
J. WIlliam Ful bright, chairman of the Senate Forei gn Relations Comrittee; Sen
Al exander W1l ey and Sen. Bourke Hi ckenl ooper, ranking Republicans on the sane
committee; Sen. Mke Mansfield, the Denocratic nmajority |eader in the Senate;
Rep. Frances Bolton, highly respected conservative Republican from Chio; Rep
John W McCornmack, the Denocratic majority |eader in the House; Sen. Kar

Mundt, former chairman of the Senate Government QOperations Committee; Sen
Thruston Morton, former chairman of the Republican National Commttee; Sen
Henry M Jackson, chairman of the Denocratic National Committee; and Rep

WlliamE MIller, new chairman of the Republican National Committee

The bill went to conference to settle differences between the Senate and House
versions, and it finally was adopted by both bodi es on August 31

The appropriation was contained in a separate bill, which passed the House on
Septenber 5 by a vote of 270 to 123, with Rep. Rhodes and | both voting "yea"
As it left the House the appropriation bill was at the $3.6 billion |evel,

considerably below the $4.2 billion originally authorized. At this witing it
is expected the Senate will vote a higher anmpunt, once again requiring a
conference. The final figure probably will be sonmewhere between these two
anount s.

ANSVERI NG SOVE SPECI FI C OBJECTI ONS

Wiy give aid to Communi st countries?

One of the objections to the act was the charge that it would provide funds for
Commmuni st countries. In the past funds have gone to Yugosl avia and Pol and,
partly for reasons that are classified. There was debate over the w sdom of
listing the names of Conmmuni st countries in the act, but in the end the Senate
and House agreed on the foll owi ng safeguard: "No assistance shall be provided
under this Act to the
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governnent of any country unless the President determ nes that such country is
not dominated or controlled by the international Comuni st novenent." It should
be enphasi zed that no other countries of the Communi st persuasion -- Russia,

Chi na, Czechosl ovakia, etc. -- have received any aid whatsoever. My col |l eagues
who have read classified reports on the prograns for Pol and and Yugoslavia --
started during the Ei senhower administration -- tell ne they are contributing
to the security of the United States. | amwilling to | eave this matter to the

President, within limts of the | anguage of the Act.

Way al | ow back-door spendi ng?

A question discussed at length was that of "back-door spending" on foreign aid
The Adnministration, with backing of former Vice-President N xon and other top
Republ i cans, sought enactnent of a plan to facilitate long-termprograns, up to
five years, rather than continue year-to-year pieceneal projects. Proposed was
a plan to borrow such funds as woul d exceed a given year's appropriation from
the treasury, to be paid back in succeeding appropriations. In the end, |ong-
term pl anni ng was enacted, but Congress elimnated "back-door spendi ng" and

retained tight fiscal control

Must we bankrupt our country to help others?

It has been charged that foreign aid is bankrupting our country. Now, foreign
aid may or may not be acconplishing what it sets out to do, but it is not
bankrupting us. The vitality of our econony has been denobnstrated consistently
t hrough the post-war years, nobst recently in the resurgence follow ng the
slight recession of last winter. An inportant point, often missed, is that 80
to 90 percent of all foreign aid noney is spent in this country to buy

equi prent and supplies and hire technical experts. This noney buys the produce
of of our factories and farns and creates thousands of jobs for Anmericans. O
course, this is not the purpose of the programand does not justify it, but

this fact puts these expenditures in a different |ight.
SUMVARY

Havi ng conme to Washington with serious questions about the foreign aid program
I now find that nost features of this programare essential to our nationa
well-being in a world filled with unrest and danger. Qher features, perhaps,

should be elimnated. In the coning year | intend to study the matter stil
further. | amhappy to report that the Adnministration, too, will be undertaking
a careful and conplete re-exam nation of the prem ses that underlie the entire
pr ogr am

In maki ng ny decision on this matter | was struck by the remarks of Sen
Al exander W/ ey, the ranking Republican on the Senate Forei gn Rel ations

Committee. A few weeks ago he told the Senate

"First, 23 years ago, when | cane to the Senate, | was a

noni nterventioni st -- not an isolationist, but a noninterventionist.
So was George Washi ngton. Way? The best reason for being a

noni nterventi oni st was the European nations were always fighting anong
t hensel ves, and they were so far away that it did not nmake any
difference. It was not long before | found that the geography of the
worl d had changed. Wth its changi ng canme a new perspective, a new
responsibility...Wwo is Khrushchev? | will answer that question. Wen
| canme to WAashington there was no Khrushchev. There was no Conmuni st -
dom nated world. That is all changed. Khrushchev is the head of that
novenent. He has taken into his orbit over 1 billion human lives. Let
there be no mistake about it. It is not only our friends and our
allies who are waiting to see how we hold the reins of |eadership
which are thrust into our hands. No, M. President; Mscow and Pei pi ng
are avidly watching our every nove -- or our failure to nove -- as
they hurl repeated challenges in our teeth. This is not tine for us to
falter in the great task we have set for ourselves. W nust continue
and heighten our efforts to ensure that |liberty and human dignity will
not wither and eventual ly vani sh under the constant bl ows of
adversari es who advance a totalitarian and i nhuman vi ew of the neani ng

of life."
In ny judgnent the vote on nmutual security was a unique test of that intangible
quality, "statesmanship." | say this because those who receive our assistance

do not vote in any congressional district; they have no | obby. Opposition to
this programis "popular" back hone and an easy way to nmake votes, yet nopst
congressnmen know in their hearts that we would cripple our country in its fight
agai nst Communismif we ended the program In this spirit | was proud that
Arizona's two-man del egation in the House voted together in non-partisan
fashion. My abl e coll eague, Rep. John J. Rhodes, has studied this programin
detail as a nmenber of the subcommittee
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whi ch passes on the nutual security appropriations. He voted "yea" as | did on
passage of the act and on passage of the $3.6 billion appropriation bill

For reasons that | have recounted | have voted to support our nation's 1961

| ong-range foreign aid program and | trust you will perhaps better understand
nmy reasons. Circunstances and conditions change, and | will follow future
events closely. If the tinme comes that this program or any part of it, fails
or ceases to be a constructive tool in protecting our nation's security and

| ong-range wel fare, | shall not hesitate to change ny position
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